BEFORE THE STATE TAX APPEAL BOARD

OF THE STATE OF MONTANA

Russell B. & Mary Sparrow,
DOCKET NO.: PT-1997-1
Appel | ant,
- VS_

THE DEPARTMENT OF REVENUE
OF THE STATE OF MONTANA,

FI NDI NGS OF FACT,
CONCLUSI ONS OF LAW
ORDER and OPPORTUNI TY

Respondent . FOR JUDI CI AL REVI EW

The above-entitled appeal cane on regularly for
hearing on the 8th day of Decenber, 1998, in the Gty of Geat
Falls, Mntana, in accordance with an order of the State Tax
Appeal Board of the State of Montana (the Board). The notice
of the hearing was duly given as required by |aw The
t axpayer, represented by Russell Sparrow, presented testinony
in support of the appeal. The Departnment of Revenue (DOR),
represented by apprai ser Jason Boggess, presented testinony in
opposition to the appeal. Testinony was presented, exhibits
were received and the Board then took the appeal under
advisenment; and the Board having fully considered the
testinony, exhibits and all things and matters presented to it
by all parties, finds and concl udes as foll ows:

FI NDI NGS OF FACT

1. Due, proper and sufficient notice was given of

this matter, the hearing hereon, and of the tinme and place of



said hearing. All parties were afforded opportunity to
present evidence, oral and docunentary.
2. The taxpayer is the owner of the property which
is the subject of this appeal and which is described as
fol |l ows:

Land only containing 13.23 acres in Lot 2,
Sec 8 T19N R2E, Cascade County, Montana.

3. For the 1997 tax year, the DOR appraised the
subj ect property at a value of $76,600 for the |and and $37, 100
for the inprovenents.

4. The taxpayer appealed to the Cascade County Tax
Appeal Board requesting a reduction in value to $13,320 for the
| and and $28, 060 for the inprovenents.

5. The County Board adjusted the land value to
$44, 631 and reduced the inprovenent value to $28, 030.

6. The taxpayer then appeal ed that decision to this
Board concerning the |l and value only. The taxpayer requested
| and val ue was nodified before this Board to $14, 961

7. The DOR did not appeal the | ocal board deci sion.

TAXPAYER S CONTENTI ONS

M. Sparrow presented his determ nation of value to
be 9 acres of floodplain |and at $300 per acre, 3.23 acres at
$700 per acre, and the one acre homesite to be valued at

$10, 000. The $10,000 estimate for the one acre is arrived at
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by M. Sparrow by "checking around" to see what is being paid
for a honesite.

This property was the subject of an appeal in 1996.
M. Sparrow i ndicated that he does not believe that the val ue
has increased in one year. He explained that he was asking for
a further reduction in value because he thought the 1996
decision was still a little high and he has reassessed the
val ue.

M. Sparrow stated that the sales used by the DOR to
establish the value for his land are not in the floodplain, and
therefore, are not conparable to his |and.

DOR CONTENTI ONS

The DOR presented the 1996 | and val ue nodel for |and
pricing in the subject area (Ex A). M. Boggess also
i ntroduced a copy of a map showi ng the | ocation of the subject
property and the conparable sales used in the |and nodel (Ex
B). Exhibit A contains sales of three properties, one of which
has been sold twice representing a paired sale, for a total of
four sales. M. Bogges stated that there are no sales in the
i mredi ate area of the subject. The sales that are on exhibit
A are north of Cascade approximately nine to el even mles south
of the subject. These are the only sales that the DOR could
find that are not located in a subdivision. The DOR applied

these sales to the pricing of the subject because it also is



not located in a subdivision. This was done because
subdi vi sions normally encounter devel opnent costs that would
not be included in a parcel outside such a developnent. The
size of the sales included on exhibit A are significantly
smal | er than the subject parcel

M. Bogges stated the sales selected are all on the
river, but without elevations froma survey it is difficult to
determ ne whether on not they are inpacted by the fl oodway or
f I oodpl ai n. He testified that it is hoped that a potenti al
purchaser would investigate as to the build ability of a parcel
before they were purchased.

The sales on exhibit A are the sane sales that were
used in establishing the value for the prior appraisal cycle.
The DOR did have new sales to include for the appraisal cycle
that is based on January 1, 1996, and applied in tax year 1997.

M. Bogges stated that he is unaware how the value is
treated if | andowners bring a flooding problemto the attention
of the DOR or are restricted by governnent to devel op a parcel

He stated that nobody is buying unbuil dable sites and
no one is selling them The nodels are only devel oped based on
the sal es and individual characteristics are often not noted.

BOARD S DI SCUSSI ON

A review of the record of the hearing before the

| ocal board shows that the DOR presented a |and val ue node



used to value this land that is different fromthe exhibit A
presented in the hearing before this Board. Both are titled
"1996 Land Val ue Modeling"” for "nei ghborhood 062", and for the
val uation date of "January 1, 1996." The docunent introduced
before the | ocal board (DOR Exhibit B) has one additional sale
to those found on exhibit A but otherwse the sales
information is the sanme. The exhibits differ however, in the
base size and the base rate, and vary in the regression output
for the nodel. There is a difference in the calculation of
nmonthly rate of change and the overall rate of change. This of
course produces different nunbers in the figures determned for
the regressed value and the Conputer Assisted Land Pricing
(CALP) value of the sales contained in the nodel. These
differences are enough to cast doubt on the resultant val ues
derived fromthe nodel
This Board nade a determ nation of the anount of |and
subject to periodic flooding and addressed the val ue indication
in its decision on the previous appeal PT-1996-24. There is
not hi ng new rai sed by either party in this current appeal that
woul d cause this Board to change that prior decision. In fact
there appears to be nore confusion as to how the value is
actual ly determ ned. The sales included by the DOR in the
nodel used to arrive at value are the same sales that were

testified to in the 1996 appeal. It would seemthat if nothing



else a time trend would assist in nmaking the valuation
determ nation, yet, here we see two separate nodels introduced
that present even two differing amounts for that factor.

It is therefore the opinion of this Board that based
on the record, the evidence and testinony presented that this
appeal be granted in part and denied in part, and the decision
of the local board be reversed. The anobunts of |and, and the
values for those various anounts of acreage shall remain as
determined in this Boards' decision PT-1996-24.

CONCLUSI ONS OF LAW

1. 15-8-111. Assessnent - market value standard -
exceptions. (1) Al taxable property nust be assessed at 100%
of its market val ue except as ot herw se provided.

(2)(a) Market value is the value at which property
woul d change hands between a willing buyer and a wlling
seller, neither being under any conpulsion to buy or to sell
and both having reasonabl e knowl edge of relevant facts.

(b)If the departnent uses construction cost as one
approxi mation of market value, the departnent shall fully
consider reduction in value caused by depreciation, whether
t hrough physical depreciation, functional obsolescence, or
econom ¢ obsol escence.

2. Sparrow v. DOR, State Tax Appeal Board PT-1996-

24.
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ORDER

| T IS THEREFORE ORDERED by the State Tax Appeal Board
of the State of Montana that the subject property shall be
entered on the tax rolls of Cascade County by the assessor of
that county at the 1997 tax year value of $22,730 for the |and
as determned by this Board, and $28,030 for the inprovenments
as determ ned by the Cascade County Tax Appeal Board.

Dated this 3rd day of February, 1999.

BY ORDER OF THE
STATE TAX APPEAL BQOARD

PATRI CK E. McKELVEY, Chair man
( SEAL)

GREGORY A. THORNQUI ST, Menber

NOTI CE:  You are entitled to judicial review of this Oder in
accordance with Section 15-2-303(2), MCA. Judicial review may
be obtained by filing a petition in district court wthin 60

days following the service of this O der.



